2000

ECONOI\/IIC

REPORT TO THE

GOVERNOR

STATE OF UTAH
MICHAEL O. LEAVITT
GOVERNOR




Contents w/Links

FIgUNES iv
TADIS v
CONtII UL S i
Council of ECONOMIC AQVISOIS . ... vii
Map Of ULaN .. oo viii
EXECULIVE SUMIMAIY ...\ e 3
Economic Outlook

o NAHONAl OULIOOK . . oo 11
o BN OULIOOK v 13
o Utah's LONG-TeIM PrOJECHIONS . .\ttt e e e e e e e e 21
Economic Development ACHIVILIES ... .. ..o 1
Economic Indicators

O DBIMOGIAPNICS .ttt e 47
o Employment, Wages, Labor FOICE . ... ...ttt e e e 61
o PEISONAl INCOME oottt 77
o Br0SS Stat PrOTUCT . o oot 83
o Gr0SS TaXahle SalES .. o 87
0 TAX GOl CtONS v oot 95
o International Merchandise EXPOITS . . ..o\ v e e 103
o Prices, Inflation, CoSt Of LIVING . . . ..ot e 111
LI o Lol = 10 1o (0] £ 117
o Regional/National COMPEAIISONS . . . . vt vttt ettt ettt ettt e e e e e e e e e e e 121

Industry Focus

O AN U e 137
o CONSHIUCHON AN HOUSING . . v v oottt ettt ettt e e e e e e e e e 147
DB NS L 153
o ENErgY AN MINEIalS . .ot 159
o HIGN TECNNOIOgY . .ttt 169
o Tourism, Travel and RECIEALION . . . . . . ...ttt et e et 171

Special Topics

0 CENSUS 2000 .. vttt 179
O QUANILY BIOWEN L vttt 187
o TranSPOrtAtiON FUNGING . .\ttt e e e e 195
O VBT PIICING vttt e 201
o Economic Development INCENLIVES . .. ..ttt ettt ettt et ettt e e e 204

|
* Contents i



Figures with Links

Executive Summary

A. Job Growth Rates by Industry ........................... 3
B. Job GrowthinUtah: 1990t01999 ........................ 3
C. Defense-Related SpendinginUtah ....................... 4
D. International EXPOrtS . ........c.cuiiiiiiiii s 4
E. Utah's Residential Construction Cycle ..................... 5
F. Utah's Information Technology Rankings Among States . ... ... 6
National Outlook

1. Comparison of Utah and U.S. Economic Indicators .......... 12
Utah Outlook

2. Construction Jobs as a Percentof Total .................. 17

Utah's Long-Term Projections

3. Decade Population Change—UtahandU.S. ............... 24
4, Components of Change in Population .................... 24
5. Utah Dependency Ratio ............ccoviiiiviinnn.nn. 25
6. U.S.DependencyRatio ..............coiiiiiiiit. 25
7. Index of Economic Diversity ...t 26
8. Industry Employment Ranked by Rates of Change .......... 27
9. Industry Employment Ranked by Amount of

Change . ... 28
Demographics
10. Utah PopulatonChange ................cccoiiieein.. 48
11. Components of Population Change ...................... 49
12. Total Fertility for U.S.and Utah ......................... 49
Employment, Wages, Labor Force
13. U.S,, California and Utah Unemployment Rates ............ 63
14, Employment ... ..o 63
15. EmploymentChange ...........ccoiiiiiiii., 64
16. Employment in Goods-Producing Industries ............... 64
17. Percent Change in Employment by Industry ............... 65
18. Utah and U.S. Employment by Industry ................... 65
19. Annual Pay asaPercentofU.S. ........................ 66
20. Growth Rates in Average AnnualPay .................... 66
21. Growth Rates in Total Wages and Salaries ................ 67
22. Labor Force Participation Rates .. ..., 67

Personal Income
23. Per Capita Personal Income as a Percentof U.S. ........... 78

Gross State Product (GSP)

24, GSP—Share by Industry ........ ..o 84
25. U.S.GDP—Share by Industry ..., 84
Gross Taxable Sales

26. Annual Change in Gross Taxable Sales .................. 90
27. Shares of Utah's Sales Tax Base—Four Major Sectors .. .... 91
Tax Collections

28. Actual Revenue Growthand Surplus . .................... 98
29. Adjusted Revenue Growth .......... ..., 98

International Merchandise Exports

30. Merchandise Exports ... 104
31. Merchandise Exports by Selected Industry ......... 105
32. Merchandise Exports to Selected Countries ........ 105
Prices, Inflation, Cost of Living

33. U.S.Consumer Price Index ..................... 112
34. Cost of Living Comparisons ..................... 112
35. CPI-U and GDP Deflator Inflation ................ 113
Regional / National Comparisons

36. Population Growth Rates ....................... 122
37. Per Capita Income as a Percentof U.S. ........... 123
38. Median Household Income as a Percentof U.S. .. ... 123
39. Average Annual Pay as a Percentof U.S. .......... 124
40. EmploymentGrowth .. ............cviiiii 124
41, PersonsinPoverty ... 125
Agriculture

42. Percent Agricultural Receipts by Sector . ........... 139
43. Farm Assetsand Equity ............. ...l 139
43, NetFarmincome .......... ..., 140
44. Percent Cash Receipts from Livestock by County . . .. 140
45. Farm Cash Receiptsby County .................. 141
Construction and Housing

47. Residential Construction Activity ................. 149
48. Residential ConstructionCycles . ................. 149
Defense

49. Federal Defense-Related SpendinginU.S. ......... 154
50. Federal Defense-Related Spending in Utah ........ 154
Energy and Minerals

51. Mineral Valuation—Gross Value Estimate .......... 163
52. Value of Nonfuel Minerals ...................... 163
Tourism, Travel and Recreation

53. Travel-Related Employment . .................... 173
54. HotelRoomRents ................. ..ot 173
55. National Park and Skier Visits ................... 174
Quality Growth

56. Land Consumption ...........coviiiiiiiiiin 191
57. HousingMiX ... 191
58. Transportation Comparison ..................... 192
59. Emissions Comparison . ...........ovvveeinna.ns 192
60. PerCapitaWaterUse ..............cccovvvvinn 193
61. Total Infrastructure Costs .. .............ooviitt 193
Water Pricing

62. State Per CapitaWaterUse ..................... 202
63. Monthly Water Charges: Selected U.S. Cities ....... 203

sl

iv Figures



Tables with Links

Utah Outlook

1. Economic Indicators for Utah and the Nation . ........... 18
2. Incomeand AnnualPay ... 19
Utah’s Long-Term Projections

3. Projections Summary ...........o i 29
4. Employment Projections by Industry .................. 30
5. Components of Population Change ................... 31
6. Population Projections by Five Year Age Group ......... 32
7. Population Projections by Selected Age Group .......... 33
8.  Population by Age as a Percentof Total ............... 34
9. Dependency Ratios ............c.ciiiiiiiii., 34
10. Population Projections by County and District ........... 35
11. Projections of Households by County and District ... ..... 36
12. Household Size Projections ... 37
13.  Employment Projections by County and District ......... 38
Demographics

14. Population, Migration, Births and Deaths ............... 50
15. Total Fertility Rates for Utahand U.S. ................. 51
16. Life Expectancy forUtahand US. .................... 51
17. Utah Population Estimates by County ................. 52
18. Ranking of States by Selected Age Groups . ............ 53
19. Dependency Ratioshy State ........................ 54
20. Race and Hispanic Originby County ................. 55
21. Housing Units, Households and Size by State .. ......... 56
22. Sub-County Population Estimates .................... 57

Employment, Wages, Labor Force
23.  Employment, Unemployment, and Employment by Industry 68

24, Employment by County and Industry .................. 69
25. Wages by County and Industry ...................... 70
26. Utah Average Monthly Wage by Industry ............... 71
27. Utah Labor Force and Jobs by Industry ................ 72
28. Labor Force and Components: District & County .. ....... 73
29. LargestEmployers ... 74
30. Job Openings by Occupational Category . .............. 75
Personal Income

31. Components of Total Personal Income ................ 79
32. Personal Income and Growth for Utahand U.S. ......... 80
33. Per Capita Income by County and District ............. 81
Gross State Product (GSP)

34. GSP by Industry (Current Dollars) .................... 85
35. GSP by Industry (Real Chained Dollars) ............... 86
Gross Taxable Sales

36. Gross Taxable Sales By Component .................. 92
37. Gross Taxable Retail Sales by Sector ................. 93
38. Gross Taxable Retail Sales by County ................. 94
Tax Collections

39. Tax Increases and Decreases in Recent Sessions .. ... .. 99
40. Cash Collection Unrestricted Revenues . .............. 101

41. Cash Collection Unrestricted Revenues (Percent Change) 102

International Merchandise Exports

42. Merchandise Exports by Industry .................... 106
43. Merchandise Exports to Selected Countries ........... 107
44, US. ExportshyState ..., 108

45. Merchandise Export to Top Ten Purchasing Countries ... 109

Prices, Inflation, Cost of Living

46. U.S. Consumer PriceIndex ........................ 114
47. Gross Domestic Product Deflators ................... 115
48. Cost-of-Living Comparisons for Selected Areas ... ..... 116

Social Indicators

49. Crimeand Education ............ ..., 118
50. Vital Statisticsand Health . ......................... 119
51. Poverty/Public Assistance ............... ... ... 120
Regional / National Comparisons

52. Population and Households ........................ 126
53. Total PersonalIncome ................cooiiiiin.. 127
54. Per Capita Personal Income ....................... 128
55. Median Income of Households .. .................... 129
56. Average AnnualPay ............... ... ...l 130
57. Employees on Nonagricultural Payrolls ............... 131
58. UnemploymentRates ...............ccvvivennn.. 132
59. Percent of PeopleinPoverty ....................... 133
Agriculture

60. Utah Farm Balance Sheet ......................... 142
61. Percent of Cash Receipts by Sector ................. 143
62. Cash Receipts by Source and County ................ 144
63. Personal Income from Farming as a Percent of Total . ... 145
Construction and Housing

64. Construction Activity .. ... 150
65. Construction Activity by County . .................... 151
66. Rateson30-YearMortgages ....................... 152
67. Housing Price Index forUtah ....................... 152
Defense

68. Federal Defense-related Spending for U.S. ............ 155
69. Federal Defense-related SpendinginUtah ............ 156
70. Federal Defense-related Spending by County .......... 157
Energy and Minerals

71. Supply and Disposition of Crude Oil .. ................ 164
72. Supply and Consumption of Petroleum Products . . .. . ... 164
73.  Supply and Consumption of Natural Gas .............. 165
74. Supply and Consumptionof Coal . ................... 165
75.  Supply and Consumption of Electricity .. .............. 166
76. EnergyPrices ...... ... 167
Tourism, Travel and Recreation

77. Profile of the Utah Travel Industry ................... 175
78. Utah Tourism Indicators ........................... 176
Census 2000

79. Total Personal Income and Federal Funds Distribution . . . 182
80. Federal Expenditures in Utah Based on Population . . . . .. 183
81. Major State Fund Distribution Based on Population . . . . .. 185
Quality Growth

82. Quality Growth Strategy Technical Analysis ........... 194
Transportation Funding

83. 1999 Legislature’s Funding Option . ... ............... 199
84. Summary of Funding Option ....................... 200
Economic Development Policies in the States

85. State Financial Incentives for Business ............... 211
86. State Tax Incentives for Business ................... 212
87. Custom Fit Training Agreements .................... 213
88. ENterprise ZONeSs ..........coiiiiiiiiiiii. 214
89. Utah State Industrial Assistance Fund ................ 214
90. Utah State Sales Tax Exemptions. ................... 215

sl

Tables v



Economic

Development
Activities



Economic Development Activities

s

The “New Economy”

New information technologies have been instrumental in the
emergence of a “global” economy in the last ten years. Consumers
are buying more foreign goods, a growing number of firms now
operate across national borders, and savers are investing more
than ever before in far-flung places. Indeed, globalization has
become the buzzword of the 1990s, and national economies are
undoubtedly becoming steadily more integrated as cross-border
flows of trade, investment and financial capital increase.

However, a global economy does not necessarily mean an
economy where foreign trade is predominant - which is certainly
not the case in the United States. Although the external trade sector
(imports and exports) is increasing rapidly in the US, it was only 6%
of Gross Domestic Product in 1970, a little over 10% at the start of
the decade, and is still less than 20% of GDP.

In addition, despite popular perception, while the globalization of the
economy undoubtedly puts competitive pressure on firms, most
international trade is and will remain for the foreseeable future,
between the industrial countries, limiting the impact of newly
industrializing economies on domestic labor markets. Furthermore,
the expansion of the world economy to newly industrializing areas in
Asia and in Latin America creates new markets, raises demand for
goods and services, and thus increases employment in both
developing and developed economies.

A global economy is, however, one in which strategic, core activities
function in real time on a worldwide scale. And this globalization
became possible only recently because of technological
infrastructure provided by telecommunications, information systems,
electronic machinery, and computer-based transportation networks.
Thus much of capital, technology, management, information, and
core markets are global. Further, it is projected that new technology
will encourage further integration. Telecommunication prices will
probably fall even more sharply over the next decade.

As the “new economy” grows, it alters ever more aspects of
American business and is affecting even more parts of the country.
Productivity figures are finally starting to show that the accessibility
of up-to-date information offered by information technology has
allowed substantial improvements in corporate efficiency.
Production planning is made easier; inventories can be reduced;
delivery lead-times fall; and the nature of distribution is altered. The
Internet and its associated technologies will help make markets
progressively more transparent by disseminating real time
information, allowing buyers and sellers to compare prices in
different countries. All of these factors increase the flexibility of

capital goods, making capital investment more attractive and
productive.

On the other hand, we are all familiar with the negative side of the
ledger: the worry that US living standards are falling and Americans
aren't as well off as they were 25 years ago. By some calculations,
after adjusting for inflation, average wages have been stagnant or
declining since the mid-70's, and it now takes two workers to
maintain a middle-class lifestyle. The perception is that the United
States, with a widening trade deficit and fewer manufacturing jobs,
is falling behind as other nations grow faster.

In one sense, the scope of the problem tends to be exaggerated. In
many economies, competition (domestic as much as foreign) and
new technology are touching people who were hitherto immune
from such forces. As the Economist puts it, “While it seems to many
that the world has changed in a terrifying way; often it is merely that
their corner has become more like the world at large”. Moreover,
crucial aspects of “living standards” are debatable. Have real
household earnings stagnated, as is so often reported? It depends
what you mean by “real’, because inflation adjustments have been
notoriously problematic. It depends what you mean by “household”,
because the composition of American households has changed a
lot over the last twenty-five years. It depends what you mean by
“eamings’, because employers now pay their workers a significantly
larger share of total compensation in the form of non-wage benefits.

Indeed, the complexity of the new interactions in the new global
economy can barely be captured by traditional measures. According
to a report by the Organization for Economic Cooperation and
Development, the evidence increasingly shows that the impact of
trade on the labor force has been underestimated. The best
estimates are now that between 1960 and 1990, skilled workers in
Europe and the US benefited from the process of globalization, both
in employment and wages. But unskilled workers were buffeted by
competition from developing countries. By most statistics, demand
for unskilled labor has dropped by some 20 per cent, and real
wages have declined.

In reality, technology simultaneously creates and destroys
employment. The balance between the two is affected by individual
attributes, firms' strategies, and government policies. Globalization
of production does put pressure on workers and eliminates many
unskilled manufacturing jobs in the advanced economies, but it also
creates jobs, both in skilled professional occupations as well as
unskilled services. Aren't most new jobs in the low-skilled,
MacDonald-type jobs? This is another of the myths that seem to
dominate the debate. High-skilled jobs are more in demand by
employers than low-skilled ones, and overall the occupational
structure is being upgraded. Of the 50 jobs projected to be the
fastest growing in Utah over the next decade, 36 would fit this
pattern; as would half of the 50 occupations projected to have the
most total new jobs. Overall, the dominant trend is towards the
automation of routine tasks and the retraining and upgrading of
work content in middle skill level job categories.

In a sense the “new economy”, or “digital economy”, or “technology
economy” means no more than “ the rapid growth of high-tech firms
and workers”. According to the US Commerce Department, in real
terms, American companies increased their annual investment in
computers fourteen-fold in the 1990s, while other capital investment
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hardly rose at all. As a result, the info-tech industry has grown at a
startling rate. Although perhaps somewhat overstated, it claims that
between 1995 and 1998 the IT sector, despite accounting for only
about 8% of America’'s GDP, contributed, on average, 35% of the
country’s economic growth. By 2006, according to its report “The
Emerging Digital Economy II", almost half the American workforce
will be employed in industries that are either big producers or
intensive users of information technology.

Economic Development Activities

While the nature, or even the existence of the “new economy” may
be debated, the trends in the US economy outlined are having a
profound effect on industries and occupations. These, in tum, have
important ramifications for state economic development activities.

Although every industry has different requirements, there are four
main components of a state's “business climate”. The first,
essentially outside government control, is location. In Utah, with a
central location among the markets of the west, abundant natural
resources, and relatively low energy costs, economic development
efforts have traditionally benefitted from location factors.

The second is the quality and availability of infrastructure, including
such things as telecommunications, airports, highways, and
railroads. The new economy has moved communications
infrastructure to the top of the list. In anticipation of the 2002
Olympic Winter Games, communications companies are spending
some $200 million to install more than 400 miles of fiber-optic cable,
10 high-speed SONET telecommunications rings, and an extensive
high-speed networking system. This will be part of Utah’s Olympic
legacy. In other areas, Utah is stretching its resources to maintain a
leading position. The state is spending some $2.8 billion over 10
years for roads and transportation infrastructure. The Salt Lake
International Airport is planning a $1.26 billion expansion.

The component has been receiving the most attention the last few
years is the state’s “incentive packages’ and the tax and regulatory
environment. Although most experts agree incentives can play a
critical role in picking one site over another, all other factors being
equal, they also agree that incentives are almost never the primary
consideration. According to Plants, Sites, and Parks, a site selection
magazine, companies make their relocation decisions based on
such key factors as the quality, cost, and availability of the labor
pool, transportation network, market proximity, facility costs, utility
infrastructure and executive lifestyle. They cite a 1998 survey which
found that business people replied "no" by a 5-to-4 ratio when
asked: "Do local or state government incentives play a part when
considering a corporate relocation?"

By far the most important consideration is the quality and availability
of labor. This is not surprising when on average labor accounts for
58% of total business costs. Further, labor costs are about 14 times
that of state and local business taxes. In the past the other factors,
such as natural resources and proximity to markets and suppliers
were predominant, and are clearly still important; but in a
technology driven economy, competitive advantage is based
primarily on the education and skills of the labor force.

In their recent report “Economic Development Policies of the
States”, the Utah Foundation determined that, “Economic incentives
are, at best, tools that can occasionally make the difference in
attracting a company to the state or in helping an existing company
expand in the state. This is true when other essential items, such as
a good workforce, adequate infrastructure, stable fiscal environment
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and a generally high quality of life are already in place. Most
important is the state’s workforce. This means continued focus on a
quality educational system, both public and higher education. There
is substantial agreement among Utah economists that it is Utah’s
fast-growing and productive workforce that is the state’s greatest
asset. The state high birth rate assures the state of a fast growing
workforce. The state’s educational system (with sufficient financial,
public and parental support) must mold this workforce into a well-
educated one.”

This rapid labor force growth has been a substantial advantage for
Utah. Since 1960 the population in Utah has increased an average
of 2.3% per year, compared to 1% for the US. And during this
period, Utah often enjoyed substantial in-migration of skilled
workers. Secondly, it is relatively well educated. Utah ranks 2™,
81.5, in percent of the population completing high school. It ranks 4"
in those with a high school diploma and a college education up to a
Bachelors (62.9%), and it places 14™ (22.2%) for those with a
Bachelor’s or higher. Third, it is comparatively young. The average
age of the US labor force is over 41 years, while in Utah it is 37
years. With a young labor force comes competitive wage rates. The
national average annual wage in 2000 is projected at $34,500
compared to $28,400 in Utah. Finally, surveys of companies and
business executives routinely complement Utah workers on their
strong work ethic.

On the other hand, the ability of the system to provide basic skills is
being called into question. According to a recent survey conducted
by the National Association of Manufacturers and Grant Thornton,
88% of US manufacturers report a shortage of qualified workers in
at least one job category. 60% say their workers lack basic math
skills, 55% find their workers are seriously weak in basic writing and
comprehension skills, and 63% say their workers are tardy,
chronically absent, or unwilling to work a full day. Half found it
difficult to give employees more responsibility. Two thirds say they
are having difficulty improving productivity and upgrading
technology.

Employers also increasingly recognize that once hired, they need to
retain their qualified employees. According to the National
Association of Manufacturer's survey, just over 80% of respondents
said that they offer educational and training opportunities, beyond
remedial programs, to employees. In addition, 96% of respondents
spent some amount on training their non-management workers, and
nearly half invest 2% or more of payroll to train their shop floor and
other hourly workers. This compares to 1991, when their survey
found that companies were spending an average of less than 0.5%.

According to recent Bureau of Labor Statistics figures, employers
with 50 or more employees spend about $330 per year per
employee on training, not including the wages of the employees or
the cost of materials and equipment. This figure alone is over

$18 billion per year. The Progressive Policy Institute estimates that
corporate training budgets are about 0.7 percent of GDP, or

$58.6 billion. However, all employees are not equal. Training is
more prevalent among highly educated workers than other workers:
61 percent of college-educated workers participated in on-the-job
training in 1991, compared to 22 percent of workers with a high
school degree. This may be in part because more-educated
workers are in greater need of training to perform more complex
jobs, but there are other possibilities discussed later.

An indication of Utah's lead in the training area is a survey of
employers sponsored by the Department of Community and
Economic Development, also in 1991. At that time, 87% of Utah



employers surveyed offered some “in-house” training, and of those
12% offered basic/remedial skills, 64% management training, and
86% training in technical skills. The percentages have undoubtedly
increased since.

Nevertheless, a December 1995 survey conducted by Dan Jones
and Associates for the Utah Partnership for Educational and
Economic Development found that the primary challenge facing
employers in Utah is finding qualified applicants (56%). 57% said
they needed employees with basic reading, math, and
communication skills. 20% cited a need for learning ability and
technological literacy. Almost 40% claimed problems finding
employees with a strong work ethic/positive character attributes.

The Contribution of Education to Economic

Performance

“Human capital’-- the skills and competences of individuals -- is a
powerful determinant of national and state economic performance,
business productivity, and individual labor market outcomes. It is a
long-standing fact in most countries that better-educated individuals
have, on average, higher earnings, higher rates of labor force
participation, and lower unemployment than those with fewer
qualifications. According to a study by the Organization for
Economic Cooperation and Development:

Labor force participation rates rise with educational attainment. The
relationship is especially strong for women. In the US the
participation rate rises from 45% for women without a high school
diploma to 82% for those with a university education. The
relationship is somewhat weaker for men, because their
participation rates approach universal levels. However, even in the
case of men, those with less than a high school diploma have
markedly lower participation rates than any other group. The US
numbers are a 72% participation rate for men with less than a high
school diploma, rising to 93% for those with a university education.

The relationship between educational attainment and earnings is
even stronger than for labor force participation. According to the
Bureau of the Census, while it is true that only about 22% of all jobs
require a bachelor's degree or more, and another 23% an
associates degree or intensive on-the-job training, the economic
return associated with increased schooling, especially a college
education, is clear and growing. Since 1963 the importance of a
college education has increased for men. College-educated men
had a median income of $47,126 in 1997, a 22 percent increase
since 1963 ($38,496 in current dollars). In all other educational
groups, men'’s incomes have actually declined, in real terms, since
1963. The incomes of women have risen for all educational groups
since 1963. The largest increase is among women with a bachelor's
degree or higher, whose incomes have grown $10,338 to $29,781
in 1997, or 53.2%.

There is a strong relationship between educational attainment levels
and unemployment. In all countries, the least qualified experience
higher unemployment than anyone else, usually by a wide margin.
In the US, the unemployment rate for persons with less than a high
school diploma is twice that of graduates and over three times that
of those with a university level education.

One line of reasoning goes that the better labor market experience
of more educated workers is attributable to the fact that education
provides skills, competencies, and knowledge that enhance
productivity. Another argues that employers prefer to hire more
educated persons not because of the productivity-enhancing

qualities of education, but because educational attainment serves
as a screening device enabling them to select individuals who are
inherently more productive or who are more likely to succeed in
high-productivity jobs. However, according to the OECD, research
increasingly shows that education plays a significant role in human
capital formation, over and above any function as a screening
device. They support the view that human capital growth contributes
positively to national economic performance.

Conclusion

In the US and other rich economies the mix of jobs is changing
rapidly, away from manufacturing and towards services, both old
and new. But what many of the new jobs have in common is that
they are based to a greater extent than before on information. The
new jobs in tomorrow’s industries, in manufacturing and services
alike, will call for more than learning fixed, structured tasks. They
will require workers that are literate in both reading and numbers,
adaptable and trainable- in a word educated.

It has also become apparent that labor market requirements are
changing so quickly that in order to maintain their employability,
individuals should seek to acquire new skills and competencies,
over and above those acquired in initial education and training. One
of the main reasons for the labor market success of people with
high levels of educational qualifications is that they are more likely
to have the skills and motivation to continue learning throughout
their lives.

Technology will continue to power globalization, and by allowing
more efficient use of world resources, globalization will boost
average incomes. However, the costs and the benefits will be
unevenly distributed. Many people- notably unskilled manufacturing
workers in rich economies-will find the demand for their labor falling
as the jobs they used to do are mechanized or performed more
cheaply elsewhere. Employment figures for the US from the mid-
80's to the mid-90's show that for 33 major industry groups and
divisions, the share of jobs requiring less than a H.S. diploma
declined in 28.

Thus, the high levels of investment in training by employers noted
earlier also tend to widen the gap in learning and economic
outcomes between the least- and most- qualified. Those with low
educational qualifications tend to be doubly handicapped, first by a
lower overall likelihood of participating in various forms of learning,
and second by the fact that they are more likely to be concentrated
in industries in which employment of less skilled workers is declining
in relative, and in many cases, absolute terms.

In summary, the evidence on the contribution of continuing learning
to enterprise performance and individual labor market outcomes
show that there are potentially strong financial incentives for
governments, businesses, and individuals to invest in training.
Commenting on one of its own studies, the OECD observed “this
emphasis on lifelong learning in an organization concerned primarily
with economic development reflects the growing realization that
knowledge is potentially the key factor input that determines
comparative advantage in advanced modern economies’.

However, Utah state and local government already spends some
$3.5 billion on education. Other than striving to maintain adequate
levels of funding for both public and higher education, what can
government do to promote growth in productivity and raise overall
living standards?
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Perhaps most importantly, it can play a role in making learning more
affordable by helping to reduce its costs. This can be accomplished
by encouraging and disseminating innovations that enhance the
efficiency and quality of learning, regardless of the setting in which it
occurs. Possible measures include formally evaluating the cost-
effectiveness of different teaching and learning approaches,
including those that are technology-based; seeking ways to
stimulate competition among training providers; or finding other
means to strengthen incentives for providers to adopt cost-effective
teaching and learning approaches.

The fact is; as noted above, the preponderance of training actually
carried out in @ modern economy provided at the employer’s
initiative. The evidence, supported by studies in Utah as far back as
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1987, suggests that the skills companies seek in workers and which
they are reluctant to teach themselves are the elementary ones of
effective work habits, basic mathematics and literacy. Although
entry-level industry-related skills are desirable, at a time of tight
labor markets across the country, many firms mainly want not
trained but trainable workers.

Future economic growth and prosperity depends on all potential
workers having the skills, motivation and opportunities to leamn, and
keep learning, throughout their working lives. Without the
adaptability and flexibility that learning can bring, individuals,
businesses, states, and the nation will struggle in the face of
economic and social changes. ¥
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